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REF: STATE 47207 (NOTAL) 

1. BEGIN SUMMARY: WE DISCUSSED US VIEWS REGARDING THE UK SCHEME 
TO USE EXPORT CREDITS TO COVER RISING EXPORT COSTS WITH EC COM- 
MISSION OFFICIALS. THE COMMISSION HAS CRITIZED AND IS PLANNING TO 
CONTINUE TO CRITICIZE THIS SCHEME IN VARIOUS EC FORA. IT IS ALSO 
SEEKING A LEGAL OPINION TO DETEMINE IF THE UK AND OTHER MEMBER 
STATE SCHEMES ARE IN VIOLATION OF THE ROME TREATY. AT THIS TIME, 
HOWEVER, THE COMMISSION PLANS TO TAKE NO FORMAL ACTION 
AGAINST THESE SCHEMES UNTIL AFTE THE UK REFERENDUM BECAUSE OF 
THE POSSIBLE POLITICAL REPERCUSSIONS THAT SUCH AN ACTION MAY 
CAUSE. END SUMMARY. 

2. AS INSTRUCTED IN REFTEL, WE DISCUSSED THE US VIEWS REGARDING 
THE UK DECISION TO INTRODUCE EXPORT INFLATION RISK COVERAGE AND 
THE POSSIBLE IMPACT OF THIS DECISION ON THE PROPOSED GENTLEMEN'S 
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MRS. LILIANA ARCHIBALD. MRS. ARCHIBALD DEPLORES THE UK'S 
ANNOUNCEMENT AND HAS CRITICIZED THE PROPOSED SCHEME IN A 
RECENT MEETING OF THE EC WORKING GROUP ON EXPORT CREDITS. 

SHE SAYS THAT THE COMMISSION IS GATHERING ALL THE EVIDENCE 
IT CAN REGARDING THE UK PROPOSED SCHEME AND HAS ALSO ASKED 
THE FRENCH AND THE ITALIANS TO SUBMIT ADDITIONAL INFORMATION 
REGARDING THIER SCHEMES TO HELP DEFRAY INCREASED COSTS OF 
EXPORTS. THE COMMISSION IS CURRENTLY SEEKING AT.F.GAL 
OPINION AS TO WHETHER THESE SCHEMES ARE IN VIOLATION OF THE 
TREATY OF ROME, ESPECIALLY ARTICLES 92, 1 12 AND 113. 

3. ACCORDING TO MRS. ARCHIBALD, THE LEGAL ISSUES ARE NOT 
CLEAR. UNDER ARTICLE 92, THE COMMISSION NEEDS TO PROVE THAT 
THESE SCHEMES, WHICH REPORTEDLY ONLY AFFECT TRADE OUTSIDE OF 
THE COMMUNITY, DISTORT COMPETITION WITHIN THE EC. UNDER 
ARTICLES 1 12 AND 1 13 THE COMMISSION NEEDS TO PROPOSE A 
DIRECTIVE TO THE COUNCIL OF MINISTERS THAT WOULD INVOLVE 
MEASURES TO ENSURE THAT EXPORT CREDIT COMPETITION TO THIRD 
COUNTRIED DOES NOT DISTORT COMPETITION WITHIN THE EC. A 
UNANIMOUS DECISION IS REQUIRED FOR THE COUNCIL TO ADOPT SUCH 
A PROPOSAL. 

4. IN ANY CASE, THE EC COMMISSION PLANS TO TAKE NO FORMAL 
ACTION AGAINST THE UK'S OR OTHER CUNTRIES' SCHEMES UNTIL THE 
UK RENEGOTIATION ISSUE IS SETTLED. ONCE THIS ISSUE IS 
RESOLVED, AND IF THERE IS A LEGAL DETERMINATION THAT THESE 
SCHEMES ARE IN VIOLATION OF THE EC TREATY, MRS. ARCHIBALD 
PLANS TO URGE THE COMPETITION DIRECTORATE GENERAL (DG) TO 
TAKE THESE CASES TO THE EUROPEAN COURT. 

5. MRS. ARCHIBALD BELIEVES THAT THE 

PROPOSED UK SCHEME IS IN VIOLATION OF THE GATT RULES 
PERTAINING TO EXPORT SUBSIDIES. BECAUSE OF THE PENDING 
BRITISH REFERENDUM, THE EC COMMISSION IS NOT IN A POSITION 
TORAISE THIS ISSUE AT THIS TIME. SHE HOPES, HOSEVER, THAT 
THE US WILL SEEK A GATT RULING ON THESE SCHEMES. SINCE THE 
COMMISSION ACTS AS THE EC SPOKESMAN AT GATT MEETINGS, IT 
WOULD BE HELPFUL TO HAVE THESE EXPORT CREDIT SCHEMES ON THE 
GATT AGENDA BECAUSE IT WOULD GIVE THE COMMISSION ADDED 
LEVERAGE IN SEEKING IOINT EC ACTION ON THESE SCHEMES. 
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6. COMMISSION OFFICIALS IN THE COMPETITION DG TELL US THAT 
IT WILL BE DIFFICULT TO PROVE UNDER ARTICLE 92 THAT THE UK SCHEME, 
WHICH ONLY APPLIEX TO EXPORTS TO THIRD COUNTRIES, INDIRECTLY DIS- 
TORTS INTRA-EC TRADE. CONSEQUENTLY, THIS DG EXPECTS COMMISSION 
ACTION IF ANY, TO BE TAKEN UNDER ARTICLES 112-113, WHICH 
WOULD CONSIDERABLY WEAKEN THE COMMISSION’S ABILITY TO SEEK A 
WITHDRAWAL OF THESE SCHEMES. A COMMISSION OFFICIAL WORKING 
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ON GATT AFFAIRS BELIEVES THE UK SCHEME IS SIGNIFICANTL MAINLY 
IN RELATION TO THE GENTLEMEN'S AGREEMENT AND THE OECD TRADE 
PLEDGE. THE BRITISH WERE ASKED AT THE EC ARTICLE 1 13 
COMMITTEE MEETING OF FEBRUARY 25 TO REPORT ON THEIR SCHEME 
AT THE NEXT MEETING. 

7. COMMENT: DESPITE MRS. ARCHIBALD'S POSITIVE TONE REGARDING 
POSSIBLE COMMISSION ACTION IN THIS AREA, AT THIS TIME IT IS 
DIFFICULT TO ASSESS THE COMMISSION'S DETERMINATION TO PURSUE 
THIS ISSUE. END COMMENT. GREENWALD 
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